Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 23 FIDUCIARY INCOME TAX REGULATIONS

REG-23-001 DEFINITION OF THE TERM RESIDENT ESTATEHRO RUST
001.01 A resident estate or trust includes:
001.01A The estate of a decedent who at his od&ath was domiciled in Nebraska,

001.01B A trust or portion of a trust which consist property transferred by the last
will and testament of a decedent, who, at his odeath, was domiciled in Nebraska,

001.01C A trust or portion of a trust which wasatesl by or which consists of property
of a person domiciled in this state at the timetthst became irrevocable.

001.02 A trust or portion of a trust becomes io@able when the person whose property
constitutes such trust may no longer exercise tlvgepto revest the title to such property in
himself or herself.

001.03 If the settlor of a trust is domiciled ielaska when the trust becomes
irrevocable, the trust will be considered a residirst for the entire life of the trust. Such astr
is a resident trust even though the situs of thgt tthe property held in trust, or the trustee are
located in another state. (For further discussicth@term domicile, see Reg-23-002.)

001.04 If a trust is one resulting from the dissioh of a Nebraska corporation, it is a
resident trust.

001.05 No trust shall be deemed to be a residesit nerely because the governing
instrument or a rule of conflict of law adopts ther of Nebraska with respect to the
interpretation or administration of the trust. ifrast meets the requirements of the definitioa of
resident trust, it shall not be deemed to be aesdent trust only because the governing
instrument or a rule of conflicts of law adopts & of a state other than Nebraska with respect
to the interpretation or administration of the trus

(Section 77-2714.01(6), R.R.S. 1996. November 298]

REG-23-002 DEFINITION OF THE TERM NONRESIDENT ESTETOR TRUST--
DOMICILE

002.01 A nonresident estate or trust is everytestatrust which is not a resident estate
or trust and includes:

002.01A The estate of a decedent who was not dlmadigi Nebraska at his or her death,

002.01B A trust which consists of property transddrby the last will and testament of a
decedent who at his or her death was not domigilétebraska,

002.01C A trust which consists of property of, @swreated by, a person not domiciled
in Nebraska at the time the trust became irrevecabl
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002.02

002.02A The term domicile shall mean the place wl@eperson has his or her true,
fixed, and permanent home and principle establistiraed to which, whenever he or she
is absent, he or she has the intent to return. @mimemicile is acquired, it is presumed to
continue until a new domicile is acquired. A chaonf§€eomicile requires an actual
change of residence coupled with the intentioneioranently abandon the former
domicile.

002.02B It is possible for an individual to be aident of another state for the purposes
of voting, paying taxes, attending schools of higégucation as a resident, or exercising
other privileges of a resident of that state aibb& domiciled in Nebraska if he or she
did not have the intent to permanently abandomhiser former home in Nebraska.

002.02C An unemancipated minor's domicile is uguakk same as his or her parents and
the domicile of the parents is usually the samgh@sesidence of their minor children.

002.02D An estate or trust, once established asidant estate or trust, cannot be
changed to a nonresident estate or trust becauke change of residence of any of the
parties involved, or of the change in location 0y af the property involved.

002.03 In determining whether an estate or taistsident or nonresident, the residence
of the executor or administrator or trustee shatlbe considered. Neither the residence of the
beneficiaries (unless one is the settlor also)tiesitus of the trust or estate shall be
determinative as to the residence or nonresideihde drust or estate.

002.04 If the governing instrument or a rule ofiftiots of law adopts the law of a state
other than Nebraska for purposes of interpretatioadministration of a trust, the trust does not
become a nonresident trust.

(Section 77-2714.01 R.R.S. 1996. November 11, 3998.

REG-23-003 ENTITIES WHICH ARE NOT INCLUDED IN THEAXATION OF ESTATES
AND TRUSTS

003.01 The term estate refers only to the estdtdsceased persons and does not include
such estates as those which are maintained forrajipersons adjudicated incompetent, or for
any person who is suffering from some other legedllity. The Nebraska income tax liability
for these persons shall be computed on the same(fearm 1040N or Form 1040NS) as that
used for any other individual taxpayer but it maygdsepared in the name of the disabled
individual and signed by the guardian or consenvadtione of the particular provisions of the act
which refer to trusts and estates apply to thesatsns.

003.02 Trusts, which are taxed as corporationgiutiee Internal Revenue Code, shall be
taxed as corporations under the Nebraska RevenuefA@67, as amended. A trust which, by
reason of its purposes or activities, is exempnffederal income tax, is also exempt from
Nebraska income tax except as to unrelated busiagable income.
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003.03 Receivers and trustees in bankruptcy bhat the same duties with respect to
Nebraska income tax as they have under the IntBexadnue Code, and they shall file the
Nebraska income tax return that corresponds tontttane tax return required for federal income
tax purposes.

(Section 77-2717 R.R.S. 1996. November 11, 1998.)

REG-23-004 TAXATION OF RESIDENT AND NONRESIDENT EBTES AND TRUSTS

004.01 Resident trusts and estates. The Nebraskane tax is imposed for each taxable
year on the adjusted federal taxable income ofitheiary. The tax is a percentage of the
taxpayer's adjusted federal taxable income fotakable year plus a percentage of the federal
alternative minimum tax and the federal tax on @teme or lump-sum distributions from
qualified retirement plans.

004.02 Nonresident trusts and estates. The Nebiaskme tax is imposed for each
taxable year on the income of every nonresidest tuestate which is derived from sources
within Nebraska. The tax is a percentage of theotead by a resident estate or trust with the
same adjusted federal taxable income. The percematetermined by dividing Nebraska
source income as determined in paragraph 004.@4ljogted federal taxable income after the
adjustments provided in paragraph 004.03.

004.03 Determining adjusted federal taxable incofagusted federal taxable income is
the amount of federal taxable income of the fiducadter the adjustments provided in
paragraphs 004.03A through 004.03G.

004.03AIncome from federal obligations.There shall be subtracted any interest and

dividends received on United States obligationthéextent such interest and dividends

are included in federal taxable income but exemgthfstate income taxes under the laws
of the United States. The amount subtracted onustad such interest and dividends
must be reduced by any interest on indebtednessr@ttto carry such obligations and by
any expense incurred in the production of suchrmeto the extent such expense or
interest was deducted in determining federal taxatdome.
004.03A(1) United States obligations which are gxeimclude the following:

004.03A(1)(a) Series E, F, G, and H savings bonds;

004.03A(1)(b) United States Treasury bills;

004.03A(1)(c) U.S. Government notes;

004.03A(1)(d) U.S. Government bonds;

004.03A(1)(e) U.S. Government certificates;
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004.03A(1)(f) Interest on debentures issued to gaweés of mortgagees
foreclosed under provisions of the National Houghag if insured after
February 3, 1938;

004.03A(1)(g) Retirement bond as provided by I.RR@09;

004.03A(1)(h) Federal Farm Credit Bank Consolidé&gstem wide
bonds;

004.03A(1)(i) Federal Land Banks and Associations;

004.03A(1)(j) Federal Intermediate Credit Bank;

004.03A(1) (k)Commodity Credit Corporation;

004.03A(1)(l) Federal Farm Mortgage Corporation;

004.03A(1)(m) Federal Home Loan Banks;

004.03A(1)(n) Reconstruction Finance Corporation;

004.03A(1)(0) General Services Administration Rgvtition Certificates;

004.03A(1)(p) Central Bank for Cooperatives (ingtmenly);

004.03A(1)(g)Federal Reserve Banks;

004.03A(1)(r) Federal Savings and Loan Insuranag@ation;

004.03A(1)(s) Production Credit Association (ingtrenly);

004.03A(1)(t) Tennessee Valley Authority Bonds;

004.03A(1)(u) Postal Service Bonds;

004.03A(1)(v) Federal Deposit Insurance Corporatioterest only); and

004.03A(1)(w) Student Loan Marketing Associatiantgrest only).
004.03A(2) Income from Regulated Investment Comgmmvesting directly in
U.S. Government obligations is subtracted to therext represents income from

U.S. Government obligations.

004.03A(3) Interest income from repurchase agreé&srawolving U.S.
Government obligations shall not be subtracted.

004.03BIncome from State and Local Obligations.There shall be added any interest
and dividends received from state and local ohbgat other than obligations issued by
the state of Nebraska or its political subdivisiansthe extent such interest and
dividends are excluded from federal gross inconfiee &mount added on account of such
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interest and dividends may be reduced by any isteme indebtedness incurred to carry
such obligations and by any expense incurred irptbduction of such income to the
extent such expense or interest was not deductget@armining federal taxable income.

004.03B(1) Dividends and income received from Ratpd Investment
Companies which are attributable to obligationcdbed in paragraph 004.03B
shall be added.

004.03CIncome and Losses from S Corporations and Limited lability Companies
(LLC’S). Income and losses from S Corporations and LLCédl &ie treated in the
following manner.

004.03C(1) There shall be subtracted any inconma fsaCorporations and LLC’s
which was not connected with or derived from Nekaasources.

004.03C(2) There shall be added any loss from $&@ations and LLC’s which
was not connected with or derived from Nebraska s

004.03DDividends Received from a Corporation not Subjectd the Internal
Revenue Code (IRC)There shall be subtracted any dividend which wasived from a
corporation which was not subject to the IRC.

004.03ESpecial Capital Gains.There shall be subtracted capital gains for which
election has been exercised under Reg-22-020.

004.03FRNebraska Net Operating LossesA net operating loss carry back or carryover
shall be subtracted as provided in Reg-23-013.

004.03GFederal Net Operating Loss DeductionA federal net operating loss carry
back or carry forward used to compute federal tkexadzome shall be added.

004.04Income attributable to Nebraska Sources—Nonresidentrusts and Estates.
The income attributable to Nebraska sources imdutose items directly

associated with:

004.04A Real or tangible personal property locatetin the state,

004.04B A business, trade, profession, or occupa@ried on within the state,

004.04C Services performed within the state,

004.04D Intangible personal property, includingaties, dividends, interest, and gains

from the sale or exchange of intangible personaperty, to the extent that such income

is from property employed in a business, tradefggion, or occupation carried on

within the state.

004.05IRC Section 443 The annualization of tax for short period retussot required
for computing regular tax liability.
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004.05A The method used for computing federal madteve minimum tax, including
annualization as provided under IRC Section 443tralso be used to recompute the
federal tax for Nebraska purposes.
(Sections 77-2717, 77-2724, and 77-2725, R.R.$6.198braska Department of Revenue v.
John Loewenstein, 513 U.S. 123 (1994). Novembe1998.)

REG-23-005 Repealed.

REG-23-006 FIDUCIARIES FOR NONRESIDENT ALIEN BENEHARIES

006.01 A fiduciary or other person charged with tiare of the personal property of a
nonresident alien individual shall make a Nebraskame tax return for that individual and pay
any tax due unless:

006.01A The nonresident alien individual files abiNeska income tax return and pays the
income tax on income derived from the personal eriyp

006.01B A responsible representative or agentarithited States of the nonresident
alien individual files a Nebraska income tax retanda pays the Nebraska income tax on
the income of the nonresident alien individual, or

006.01C The nonresident alien individual has agpdima person in the United States to
act as his or her agent for the purpose of makireglan of income and, if such fiduciary
is required to file a Form 1041N for an estaterosttof which such alien individual is a
beneficiary, such fiduciary attaches a copy ofdgency appointment to his or her return
on Form 1041N.

006.02 The tax reported pursuant to paragraplOQGhall be computed in the same
manner as is the tax for any other Nebraska nadeesindividual.

006.03 In general, the federal rules and regulat&hall apply for Nebraska purposes.
(Section 77-2724, R.R.S. 1996. November 11, 1998.)

REG-23-007 NONRESIDENT BENEFICIARIES--AGREEMENT TRAY TAX--
WITHHOLDING FROM BENEFICIARY

007.01Nebraska Nonresident Income Tax AgreementA nonresident beneficiary
deriving Nebraska taxable income from a trust tatess required to execute and forward to the
trust or estate a Nebraska Nonresident Income Tagednent, Form 12N, which states that the
nonresident will file a Nebraska income tax retamnd pay tax on all income derived from or
connected with Nebraska sources. This agreementdsbe forwarded to the trust or estate
before the original due date of the fiduciary ratwhich is the 15th day of the fourth month
following the close of its taxable year. The fidargi shall attach the completed Form 12N to the
fiduciary return. Any nonresident who files Form\L® avoid withholding must file a Nebraska
income tax return.
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007.02Nonresident Withholding. In the absence of the above agreement, the estate
trust shall withhold and remit to the Nebraska Dapant of Revenue an amount equal to the
highest individual income tax rate multiplied by thonresident beneficiary's share of
distributable income which was derived from oribtitable to Nebraska sources. The fiduciary
must report the amount withheld from each beneffaien a Statement of Nebraska Income Tax
Withheld for Nonresident Individual, Form 14N, withhe copy attached to the fiduciary return.
The full amount of the withholding is, at the taypds option, retained in lieu of the filing of an
income tax return. Any nonresident who so desiegsstill file a return and claim a refund if
there is one due. When a trust or estate has mestaiiance to the Nebraska Department of
Revenue on behalf of a nonresident beneficiaryntdreesident beneficiary will be allowed his
or her share of the remittance made by the truestate as a credit against his or her Nebraska
income tax liability.

(Section 77-2717, R.R.S. 1996. November 11, 1998.)

REG-23-008 CREDITS AGAINST THE NEBRASKA TAX

008.01Credit for tax paid to another state. Only resident estates or trusts can claim
credit for income tax paid to another state, pmitsubdivision of another state, or the District o
Columbia.

008.01A The maximum credit allowed for taxes pai@mhother state is the lesser of the
computed tax credit or the actual tax paid, naxceed the Nebraska income tax. The
computed tax credit is calculated by dividing tagatble income from the other state by
the Nebraska adjusted federal taxable income didheiary, and multiplying the
guotient by the Nebraska income tax.

008.01B The only acceptable supporting documenthi®icredit claimed for income tax
paid to another state is a signed copy of the irctar return filed with the state for
which the credit is claimed. If the estate or tigstlaiming credit for income tax paid to
a political subdivision of another state in whiahannual income tax return is required,
then a W-2 statement supporting the credit claioukhbe attached to the return.

008.02Nonhighway use motor fuel credit For tax years ending before January 1, 2005,
an estate or trust may claim a refundable credibdmhighway use motor fuel pursuant to the
provisions of Reg-84-001 through Reg-84-006. Faryears ending after December 31, 2004,
estates and trusts may obtain a direct refundeofuéls tax paid by filing a refund claim with the
Department of Revenue's Motor Fuels Division.

008.03Community Development Assistance Act (CDAA) CreditA nonrefundable
credit may be claimed by a fiduciary for an esteltech operates a business firm with
contributions to approved projects of communitytéx@hent organizations under Chapter 13 of
the Nebraska Revised Statutes .

008.03A The credit is allowed where a business has applied to the Department of
Economic Development (DED) for authorization faaa credit for a contribution to a
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certified program of a community betterment orgahan. DED may authorize a tax
credit not to exceed forty percent of the total amtacontributed by the business during
its taxable year.

008.03A(1) The contribution by the business mustlifuas a charitable
contribution under the Internal Revenue Code.

008.03A(2) A taxpayer claiming a CDAA credit mu#iaah to its fiduciary
income tax return a copy of the Statement of Nédardsx Credit, Form
1099NTC, received from DED that includes the amanirnthe credit granted by
DED for the contribution made to the community eatient organization.

008.03A(3) Any tax credit may be carried over te text five tax years
immediately following the tax year in which the ditewas first allowed.

008.04Nebraska Advantage Rural Development Act CreditFiduciaries may claim a
refundable credit if their business has a signedeagent with the Department of Revenue and
qualifies for such credit. Applications will be agted for this credit on and after January 1,
2006. Taxpayers who submitted applications befaneidry 1, 2006 under the Employment
Expansion and Investment Incentive Act will receawey applicable credits under that Act.

008.04A A taxpayer creating less than seventy{igecent of the jobs in the project
agreement must repay one hundred percent of thergathion credits. In addition, a
taxpayer creating less than seventy-five percethefnvestment in the project
agreement must repay one hundred percent of tlestiment tax credits.

008.05Employment and Investment Growth Act Credit. Fiduciaries may claim a
nonrefundable credit if their business has a sigaggdement with the Department of Revenue
and qualifies for such credit. Applications undas tAct will be accepted through December 31,
2005. Agreements pending, approved, or enterechsfimre January 1, 2006 will remain in full
force and effect.

008.05A Any income tax credit may be recapturatieftaxpayer fails to meet the
required levels of employment or investment.

008.06Wage Benefit Credit. Fiduciaries may claim a nonrefundable credit foy wage
benefit credit to which they are entitled under @haality Jobs Act.

008.07Income tax withholding. Fiduciaries may claim a refundable credit for
withholding.

008.08Nebraska Advantage Act Credit.Fiduciaries may claim a nonrefundable credit
if their business has a signed agreement with gq@gaBment of Revenue and qualifies for such
credit. Applications will be accepted beginninguany 1, 2006. Taxpayers who fail to meet the
terms of the agreement shall be subject to recapiudisallowance of the Nebraska Advantage
Act incentives.

008.09Nebraska Advantage Microenterprise Tax Credit Act Fiduciaries which are
actively engaged in the creation or operation wiierobusiness in a distressed area may claim a
refundable credit if their business has a signedeagent with the Department of Revenue and
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gualifies for such credit. Applications may bedilender this Act beginning January 1, 2006.
Tax credits will not be allowed for taxpayers rewag benefits under the Employment and
Investment Growth Act, the Nebraska Advantage acthe Nebraska Advantage Rural
Development Act.

008.10Nebraska Advantage Research and Development Act Gi&. Fiduciaries
operating a business which is subject to Nebraales $ax may claim a refundable credit for
expenditures in research and experimental actvitesfined in section 174 of the Internal
Revenue Code. Fiduciaries which are exempt frommmmectax under section 501(a) of the
Internal Revenue Code do not qualify for this credi

008.10A The credit may be claimed for a maximurfiva consecutive tax years. The
fiduciary may make its first claim for tax yeargbeing on and after January 1, 2006
through tax years beginning prior to January 1,120he credit may also be claimed in
the four tax years immediately following the yeamihich the credit was first claimed.

008.11Planned Gift and Contribution Credit. For tax years beginning on or after
January 1, 2006, fiduciaries may claim a nonrefbtedaredit for planned gifts and contributions
to qualified endowments. The credit cannot incladg contribution claimed as a deduction on
the state tax return. The credit may only be aggiethe tax year in which the contribution is
made.

008.12Beginning Farmer Tax Credit Act. A resident trust may claim a refundable
credit on the Nebraska Fiduciary Income Tax Retifiithgualifies for such credit.

(Section 77-2725, and 77-2730, R.R.S. 2003, sexti6r4,124, and 66-726, R.S.Supp., 2004,
and sections 77-2715.07, 77-2717, 77-27,188, 7233{ and 77-5726, R.S.Supp., 2005. March
7, 2006.)

REG-23-009 FILING OF RETURNS AND PAYMENT OF TAX

009.01Filing Date. The Nebraska Fiduciary Income Tax Return, FormliN)4nust be
filed on or before the fifteenth day of the founlonth following the close of the taxable year of
the estate or trust.

009.01A Simple trusts do not have to file a fidugigeturn if all of the trust’s
beneficiaries are residents of the State of Nelaraskof the trust’s income is derived
from sources within Nebraska, and the trust hafederal tax liability.

009.02Extension of Filing Date.The fiduciary return may be filed at a later datbe
fiduciary has obtained an extension of time.

009.02A The Tax Commissioner may grant a reasorethénsion of time, not to exceed
seven (7) months, for the filing of the return. Ban extension must be requested prior
to the prescribed due date for the filing of thieime or during the period of a federal
extension to avoid levy of penalty. Application sltbbe made on the Nebraska
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Application for Extension of Time to File a Nebradskdividual, Fiduciary, or
Partnership Return, Form 2688N and must give thsams for the extension request.

009.02B Form 2688N is not required to be filechd Internal Revenue Service has
already granted an extension of time for filing teeurn. In this instance the due date for
filing the comparable Nebraska return is automéyiextended for the same period as
the federal extension. However, a copy of the feldgpplication for automatic extension
of time must be attached to the Nebraska returmvithie filed.

009.03Effect of Extension on Payment of TaxAn extension of time granted for filing
a fiduciary return also extends the time for paynwérthe tax. However, interest will be imposed
at the rate specified in section 45-104.02, froendhe date of the return until the date payment
iS received.

(Sections 77-2717(2), 77-2768,, 77-2770, and 78e&nd (2), R.R.S. 1996. November 11,
1998.)

REG-23-010 ADJUSTMENTS OF FEDERAL INCOME TAX

010.01Requirements as to reporting changes made by the ternal Revenue Service.
Any changes made by the Internal Revenue Servitieeiestate's or trust's federal income tax
return must be reported by filing the appropriateeaded Nebraska fiduciary income tax return
for the taxable year involved. The amended retarrNiebraska must be filed within ninety (90)
days of the final determination of the change. Ri&gide changes include all changes made to
the federal return by the Internal Revenue Seioeessing Center or any other Internal
Revenue Service office.

010.02Method of reporting changes.Any adjustments made on a federal amended
return which do not result in a federal refund @dit must be reported to the Nebraska
Department of Revenue within ninety (90) days effiing of the federal amended return. Any
adjustments made on a federal amended return wscht in a federal credit or refund must be
reported to the Nebraska Department of Revenuenwitihety (90) days of the taxpayer's receipt
of proof that the federal credit or refund was @ted by the Internal Revenue Service or within
any other applicable period provided by law, whigdres later.

010.02A Adjustments made on a federal amendedretuby the Internal Revenue
Service shall be reported to the Tax Commissiogédilihg an amended Nebraska
Fiduciary Income Tax Return for the taxable yeaolned.

010.02A(1) The amended return for Nebraska mustdzbseparately and should
not be attached to a return for another taxable. y@yment of any additional tax
must accompany the amended return. In reportingchagige to, or amendment
of, the federal income tax return, the taxpayertrfwsish the Nebraska
Department of Revenue complete information regartiie amount of income
reported and taxes paid to the United States. @pert must include copies of the
federal amended return, Internal Revenue Servperteor other document
which substantiates the adjustments claimed andectanthe accuracy of any
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final determination or give a statement outlinihg specific errors of the final
determination.

010.03Final determination. For the purpose of determining when adjustmentederal
income tax constitute a final determination, thkofeing acts will be considered to be a final
determination even though the taxpayer and thenat&kevenue Service may still be contesting
the amount due:

010.03A A decision by the tax court or a judgmeleat;ree, or other order by a court of
competent jurisdiction which has become final;

010.03B A closing agreement authorized by Sectidtl of the Internal Revenue Code
which relates either to the total tax liabilitytbe taxpayer for a particular taxable year or
years or to one or more separate items affectigjahility. A closing agreement
becomes final for purposes of this regulation andhate of its approval by the Internal
Revenue Service;

010.03C The final disposition by the Internal Raxe®ervice of a taxpayer's claim for a
refund;

010.03D Any informal agreement between the taxpagpeérthe Internal Revenue Service
made for the express purpose of serving as a dieiaion in respect to the tax liability

of the taxpayer. Such an agreement must includaieewby the taxpayer of restrictions
on assessment and the collection of any deficisnmeisulting from the agreement;

010.03E The acceptance of an examining officandifigs in regard to the income of a
partnership or a fiduciary;

010.03F The payment of any additional tax by txpager. Any deposit made with the
IRS that can be returned at the request of theagergs not considered the payment of
the tax by the taxpayer until the deposited amauapplied. The additional tax will be
considered paid when the IRS applies the depasit; o

010.03G Any other final judgment effecting changeseported federal taxable income.

010.04Failure to report changes.If the fiduciary fails to file an amended Nebraska
return, the Tax Commissioner may mail to the tarpaynotice of deficiency at any time. If the
fiduciary properly files an amended Nebraska returd reports any change in federal taxable
income or federal tax liability, the Tax Commissomay make an assessment relating only to
the change at any time within two (2) years afberreport or amended return was filed.

010.05Claim for Credits or Refunds. The amended return reporting a change that
results in an overpayment of tax for Nebraskadtem for credit or refund.

010.05A The amount of the credit or refund shatlexxeed the amount of the Nebraska
tax attributable to such federal change, correctoithe items amended on the federal
return.
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010.05B If the amended return is not filed withinaty days of the final determination of
the change, interest shall not accrue after thetieth day.

010.05C If the amended return is not filed withrotyears and ninety days from the
final determination of the change, no credit ounef shall be granted.

(Section 77-2793(4), R.R.S. 2003, and sections77627-2786(4), and (5) R.S.Supp., 2005.
March 7, 2006.)

REG-23-011 METHODS OF ACCOUNTING

011.01 In computing income tax imposed under tebriiska Revenue Act of 1967, as
amended, the taxpayer's method of accounting nautdbsame as his method used for federal
income tax purposes.

(Sections 77-2760, and 77-2772, R.R.S. 1943. Sdtetrd, 1975.)

REG-23-012 RECORDS

012.01 In general. Any person subject to tax utickeNebraska Revenue Act of 1967, as
amended, or any person required to file an infoignateturn for the taxable year, shall keep
such permanent books of account or records, inafuishiventories and all supporting documents,
as are sufficient to establish the amount of gimoesme, deductions, credits, or other matters
which may be required to support any income taxformation return.

012.02 Availability of books and records. Suchk®or records shall be kept available at
all times for inspection by the Tax Commissioneany agent or representative designated by
him for the purpose of ascertaining the correctoéssy return or other document required to
be filed under the Nebraska Revenue Act.

012.03 Retention of records. Each taxpayer shtdim all of his records relating to a
taxable year as long as their contents may becoaterial in the administration of any Nebraska
tax laws. If the Tax Commissioner serves a notiogediciency for a taxable year, the taxpayer
shall retain all of his records relating to thatatiale year until the deficiency has been satisfied,
abated, settled, or disallowed.

(Sections 77-2772, R.R.S. 1943 and Section 771973}, R.S.Supp., 1974. September 15,
1975.)

REG-23-013 LOSS CARRYOVER AND CARRYBACK
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013.01Deduction of Net Operating Losses.osses realized on or after January 1, 1968,
by an estate or trust may be included for purpo$sesmputing the Nebraska income tax. The
appropriate federal rules will be used, except tinalbss shall be carried back to income earned
before January 1, 1968.

013.02Period of Carryback or Carryover. An estate or trust, which has incurred a
Nebraska net operating loss, shall be allowed ity ¢eck such loss for the period allowed by
the Internal Revenue Code (IRC) as an adjustmearmedsing federal taxable in the prior year. If
the taxable income for this period is not suffitiBmabsorb the entire loss, the estate or trust is
then entitled to a carryover of the remaining amairhe loss to the taxable years allowed by
the IRC following the loss year. The loss will Hesarbed in the earliest year of the above period
that the estate or trust has taxable income. To@gions of the IRC shall be used in computing
the amount of the loss available for carryover.

013.02A If an estate or trust elects to foregoeire carryback period for a federal net
operating loss and only deduct the losses duriagénryover period, the election for
federal purposes will be followed for Nebraska msgs with regard to a Nebraska net
operating loss.

013.02B When an estate or trust has incurred adskarnet operating loss, but has no
federal net operating loss, the estate or trustaehest to relinquish the carryback period
for Nebraska purposes when the IRC provides famédss election for federal purposes.
The election must be made by attaching a statetnghe Nebraska return and filing the
return by the due date, including extensions, ertax year of the net operating loss.
Failure to timely file the election with the origihreturn for the loss year will require the
use of the carryback period. The election cannathaeged once it has been made.

013.03Computation of a Net Operating LossIn order to be deducted from income
subject to Nebraska income tax under Reg-23-0@n¢h operating loss must be a Nebraska net
operating loss which has been reported on a rétadchfor the loss year.

013.03A For a resident estate or trust, the Nelarask operating loss is the reported
federal net operating loss as adjusted withinghiggraph.

013.03A(1) The loss will be increased by the amaidrtiiowable adjustments
decreasing federal taxable income, such as dedhschio interest or dividend
income from U.S. government bonds or other U.Sgabbns and decreased by
the amount of adjustments increasing federal taxalglome, such as increases
for interest or dividends from obligations issugdshates other than Nebraska.

013.03A(2) A loss may be created when the allowatjastments decreasing
federal taxable income exceed the adjusted fetkxable income.

013.03B For tax years beginning before Januar®&7 1for a nonresident estate or trust
during the loss year, the Nebraska net operatisgitothe loss that was derived from
activities which would have generated Nebraskaoincome under Reg-23-004.04.
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013.03C For tax years beginning on or after Januiaf87, the net operating loss of a
nonresident estate or trust is the lesser of @erfd net operating loss as adjusted
pursuant to Reg-23-004.03 and its loss derived fi@braska sources.

013.04Capital Losses.Estates or trusts who have incurred, after Dece®bel967, a
capital loss, may carry over the loss until thes lbas been exhausted. The appropriate federal
capital loss carryover rules apply in reducing loegn capital gains, short term capital gains,
and ordinary income in the carryover year.

013.05Federal Net Operating Losses and Capital LosseEstates or trusts which have
deducted a federal net operating loss or a fedegatal loss in computing their adjusted federal
taxable income shall add such deduction to thgusaeld federal taxable income in order to
determine Nebraska taxable income.

(Section 77-2716(2), R.S.Supp., 1998, and secfie@714, R.R.S. 1996. November 11, 1998.)

REG-23-014 ADJUSTMENTS OF ANOTHER STATE’S FIDUCIARKCOME TAX

014.01Reporting Changes from Other StatesAny fiduciary who is required to file an
income tax return in another state, and who resattanges made by such state in the
fiduciary's state income tax return which are mateo the tax liability owed to this state or to
the amount of distributable income attributabl&&braska must report the changes to the
Nebraska Department of Revenue within ninety ddybenfinal determination of the change.
Reportable changes include changes made to tlgesstaturn by any competent authority of the
state. In reporting any change to the other stée’seturn, the fiduciary must furnish the
department complete information regarding the arhotimcome reported and taxes paid to the
other state. The report must also concede the acgwof the final determination or give a
statement outlining the specific errors of the Ifietermination.

014.02Amended Returns Used to Report Change#iny adjustments made by the
other state’s amended returns or by the other'staeenue service must be reported to the
department by filing an amended Nebraska Fidudiamgme Tax Return for the taxable year
involved. The amended return for Nebraska mustlée Within ninety days of the filing of the
amended return for the other state, and must iechagbies of any reports issued by state
authorities. A fiduciary who files an amended ratwith the other state as a protective claim is
not required to file an amended return with NebaaJkhe acceptance of the claim, or the
payment of the refund, constitutes a state chamafentust be reported. A protective claimis a
claim filed to protect the taxpayer from the expora of the statute of limitations while a
separate action challenging a position of the cgtege is pending.

014.03Each Amended Return is Filed SeparatelyThe amended return for Nebraska
must be filed separately and should not be attathed filed with a return for another taxable
year. Payment of any additional tax must accompaaymended return.

014.04Final Determination. For the purpose of determining when adjustmenssate
income tax constitute a final determination, thkofeing acts will be considered to be a final
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determination even though the taxpayer and the stiage may still be contesting the amount
due:

014.04A A decision by a state tax court or a judgiméecree, or other order by a court
of competent jurisdiction which has become final.

014.04B A closing agreement authorized by statendéweh relates either to the total tax
liability of the fiduciary for a particular taxablear or years or to one or more separate
items affecting tax liability. A closing agreemdsxgcomes final for purposes of this
regulation on the date of its approval by the otate.

014.04C The final disposition by the other stata @ifluciary's claim for a refund.

014.04D Any informal agreement between the fidycard the other state made for the
express purpose of serving as a determinationsipeic to the taxable income or tax
liability of the taxpayer. Such an agreement moslude a waiver by the fiduciary of
restrictions on assessment and the collection ptiaficiencies resulting from the
agreement.

014.04E The acceptance of an examining officandifigs in regard to the income of a
partnership or fiduciary.

014.04F The payment of any additional tax by tdediary. Any deposit made with the
other state that can be returned at the requékediduciary is not considered the
payment of the tax by the taxpayer. The additidaalwill be considered paid when the
other state applies the deposit.

014.04G Any other final judgment effecting changethe reported taxable income or
distributable income in the other state.

014.05Notice of Deficiency Determination after State Chage.If a fiduciary fails to
file an amended return reporting any change orection which increases its Nebraska taxable
income, tax liability, or distributable income, tepartment may mail a notice of deficiency to
the fiduciary at any time. If a fiduciary propergports any change in the other state’s taxable
income, tax liability, or distributable income, tepartment may make an assessment relating to
the change at any time within two years after tnerded return was filed.

014.06Failure to Report Change to Other State Any change in the other state’s
adjusted taxable income, tax liability, or disttidole income which has not been reported to the
other state cannot be used as the basis for a elangduction in the Nebraska liability.

014.07Claim for Credit or Refund. The amended return reporting a change that results
in an overpayment of tax for Nebraska is a claimcfedit or refund.

014.07A The amount of the credit or refund shatlexxeed the amount of the Nebraska
tax attributable to such state’s change, correctiothe items amended on the other
state’s return.
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014.07B If the amended return is not filed withinaty days of the final determination of
the change, interest shall not accrue after thetieth day.

014.07C If the amended return is not filed witmrotyears and ninety days from the
final determination of the change, or within te@)¥%ears of the original due date of the
return, whichever is earlier, no credit or refuhdlsbe granted.

(Section 77-2775(2), R.S.Supp., 1998, and secfie7B6(4) and (5), and 77-2793(5), R.R.S.
1996. November 11, 1998.



